The systematic gold market interventions of today, which have been underway since August 1993, are not without precedent. There have been other gold price suppression activities in relatively recent history, which can be regarded as immediate antecedents, making the continuity of central bank policy in this area clear and highlighting their motives. What is also of importance is that the interventions took place quite openly at the time. That makes the fundamental principle obvious. But, first, a brief look at the antecedents.
refrain from asking for gold from the US reserve system, by invoking their military costs abroad. They threatened to close bases. With socialism, an ideology was in power beyond the Iron Curtain that was striving for world domination. As they didn't want that, the West Germans (and other nations) ceased to ask for more gold from the Americans. Moreover, they were not interested (similar to the Chinese today) in seeing the reserve currency weaken considerably. As a result, they kept their reserves largely in the form of US dollars (in contrast, especially, to the French). In the early 1960s, there was already a gentlemen's agreement in place: a number of central banks refrained largely from the gold exchange and, instead, were satisfied with US treasuries. 48 In a letter of March 1967, the German central bank chief Blessing affirmed that Germany would continue not to convert dollars into gold. 49 The US administration internally already spoke about a dollar standard. It was stressed as an advantage of this solution that it would allow the USA 'to live with moderate deficits indefinitely', even though it wouldn't offer an 'unlimited printing press'. 50 At the time, the way was already paved for the excessive indebtedness that today, more than 40 years later, poses so many problems.
In parallel with these developments in the central banking system, the market has also demanded more and more gold since the late 1950s. In 1960, the pressure on the dollar became so pronounced that the Americans were forced to increasingly intervene in the gold market themselves. They wanted to better fix the price on a permanent basis. Altogether, eight countries united in 1961 and began to engage in coordinated purchases and sales in the market in order to fix the price. A part of their gold reserves was bundled in the 'gold pool', according to a key. Since there was a tendency for more gold to be demanded than was offered in the market, the gold price was effectively prevented from rising by means of sales.
Depletions were, therefore, egged on from two directions, in spite of other central banks holding partly still (e.g. from France and Spain) and from private parties. The system that contributed to stability and economic growth in the first few years after World War II began to careen out of balance. On the one hand, the money and credit supply as well as the real economy grew too fast, on the other, there were external imbalances. The hard way of debt deleveraging and reducing imbalances was eschewed. With the disposals of gold through the gold pool, the inevitable rise of the gold price could only be delayed, but not averted. In addition, tensions between the participating nations grew.
